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A WALK THROUGH ASIA
In his novel, Memoirs of a Geisha, Arthur 
Golden wrote, “Water can carve its way 
even through stone. And when trapped, 
water makes a new path.” Something 
similar seems to be happening with 
WKH ÁRZ RI IXQGV LQ $6($1
$VWURQJKHDOWK\DQGUREXVWÀQDQFLDO
V\VWHP LV WKH EDFNERQH RI DQ\ EXVLQHVV
HFRV\VWHP ,Q FRQWUDVWÀQDQFLDO V\VWHPV
and their supporting regulatory structures 
in many emerging market economies are 
ZRUNV LQSURJUHVV³VWLOOGHYHORSLQJRIWHQ
UXGLPHQWDU\ DQG PRVWO\ IUDJLOH ,W LV 
here that businesses tend to adapt 
and develop unique structures and odd 
IL[HV³PXFK OLNH WKH QHZ SDWKV IRUJHG 
by trapped water. 
, JUHZ XS LQ WKH ¶6LOLFRQ +LOOV· RI 
the United States, and there we have 
what can be considered a very democratic 
ILQDQFLDO V\VWHP 0HDQLQJ LI \RX KDYH
an idea, or a solid credit history, you can 
JHQHUDOO\ JDLQ DFFHVV WR VRPH IRUP RI 
IXQGLQJ 8QVXUSULVLQJO\ EDQNV DUH 
DVVXPHG WR EH WKH ILUVW SRLQW RI FDOO 
IRU DQ\ QHZ H[SDQGLQJ RU RQJRLQJ
EXVLQHVV :H DOVR KDYH D SOHWKRUD RI 
private equity and venture capital 
ILUPV DYDLODEOH WR VXSSRUW VWDUWXS
entrepreneurs. It is easy to take these 
V\VWHPV IRU JUDQWHG
To an outsider, it is sometimes 
GLIÀFXOW WR XQGHUVWDQGZK\ VXFKPRGHOV
H[LVW LQ $VLD DQG KRZ WKH\ IXQFWLRQ
/HWPHJLYH \RXD WDVWHRI VRPHRI WKHVH
KLJKO\ LQQRYDWLYH WHFKQLTXHVDQGVRPHRI
the shortcomings that I have come across 
during my work in the region.
In Thailand
(DUOLHU WKLV \HDU ZKHQ , PHW WKH
IRUPHU 3ULPH 0LQLVWHU RI 7KDLODQG 
Abhisit Vejjajiva, he talked about the 
ODFNRI VXSSRUW IRU WKHQDWLRQ·V VWDUWXSV
$FFRUGLQJ WR WKH 8.EDVHG EXVLQHVV
QHWZRUNLQJ JURXS $SSURYHG ,QGH[
7KDLODQG UDQNV VHFRQGZRUOGZLGH IRU LWV
HQWUHSUHQHXUVKLS ZLWK  SHUFHQW RI
WKH FRXQWU\ ZRUNLQJ IRU WKHPVHOYHV LQ
FRQWUDVW RQO\  SHUFHQW RI WKH 86 
adult population are entrepreneurs).1 
$OWKRXJK 7KDLODQG LV D QDWLRQ RI
entrepreneurs, it doesn’t have the 
VXSSRUW RI D ÀQDQFLDO V\VWHP WKDW UHDOO\
SURPRWHV VWDUWXSV
Similarly, when I interviewed 
.UDWLQJ 3RRQSRO D SDUWQHU LQ WKH
 7XN7XNV VWDUWXS DQG IRXQGHU RI 
Disrupt University in Thailand, he 
HQXPHUDWHG WKH OLPLWDWLRQV RI WKH
7KDL VWDUWXS HFRV\VWHP 8QOLNH RWKHU 
FRXQWULHV WKDW RIIHU WD[ H[HPSWLRQV RU 
GLUHFW ILQDQFLDO VXSSRUW WR VWDUWXSV
7KDLODQG·V WD[ V\VWHP GRHV QRW VXSSRUW 
RU LQFHQWLYLVH VWDUWXSV
0RUHRYHU 7KDLODQG GRHV QRW KDYH 
D IUDPHZRUN WKDW HQDEOHV SULYDWH 
FRPSDQLHV WR RIIHU (PSOR\HH 6WRFN
2ZQHUVKLS 3ODQV (623V .UDWLQJ
H[SODLQHG ´(623V VHUYH DV ERWK D 
VWURQJ UHWHQWLRQ PHFKDQLVP IRU 
employees as well as a way to motivate 
employees and align their goals with 
WKRVH RI WKH FRPSDQ\$GGLWLRQDOO\ 
WKH (623 LV D QRQFDVK FRPSHQVDWLRQ
VFKHPH ZKLFK FDQ DVVLVW VWDUWXSV LQ
preserving their precious cash. Thailand 
also does not have convertible debt, a 
FRPPRQ W\SH RI VHFXULW\ IRU VWDUWXSV 
WKHZRUOGRYHU7KHODFNRIWKHVHÀQDQFLDO
options means that entrepreneurs have 
to take on additional costs and are 
unable to share risks, and are 
WKXV GLVFRXUDJHG IURP GLYLQJ LQWR
7KHI ORZRIIXQGVLQ$6($1
By Philip Zerrillo
GLVUXSWLYH LQLWLDWLYHV«6WDUWXSV LQ 
7KDLODQG DOVR IDFH FKDOOHQJHV LQ
WHUPV RI OXFUDWLYH H[LW RSWLRQV IRU
LQYHVWRUV 7KHUH DUH YHU\ IHZ PDWXUH 
VWDUWXSV WKDW FDQ VXFFHVVIXOO\ OLVW 
WKHPVHOYHV RQ WKH 7KDL H[FKDQJH 
DV WKH SUHPLXPV DUH LQVLJQLILFDQW 
Acquisition hence becomes the only 
H[LW RSWLRQ DYDLODEOHµ2 
In Vietnam
0RUH DQG PRUH 9LHWQDPHVH FRPSDQLHV
are locating their operations in Singapore. 
When I enquired why, they said that, 
IRU DFFRXQWLQJ SXUSRVHV WKH WD[ 
structure in Vietnam does not 
GLIIHUHQWLDWH EHWZHHQ UHYHQXH DQG
LQYHVWPHQW )RU H[DPSOH LI D FRPSDQ\
UHFHLYHV WZR PLOOLRQ GROODUV LQ IXQGLQJ
DQG LWGRHVQRWKDYHFRQFXUUHQWH[SHQVHV 
WR RIIVHW LW LW JHWV WD[HG DW DSHUFHQW 
rate on the whole investment—so 
86 JRHV LQWR SD\LQJ WD[HV
$V D UHVXOW EXVLQHVVHV SUHIHU WR
register their operations abroad to 
DYRLG VXFK WD[DWLRQ $QG IRU WKRVH
EXVLQHVVHV WKDWGRQRWKDYH WKH OX[XU\RI 
relocating to another country, there 
H[LVWV D WKULYLQJ PDUNHW IRU UHFHLSWV³ 
people will actually sell you their 
H[SHQVH UHFHLSWV VR \RX FDQ VKRZ 
H[SHQVHV DJDLQVW \RXU LQYHVWPHQW
Vietnam is a hard country to gain 
credit in. The country is almost 
HQWLUHO\ EDQNLQJILQDQFHG DQG DOO ODQG
LV RZQHG E\ ¶WKH SHRSOH· RI 9LHWQDP 
0RUH GLUHFWO\ VWDWHG DOO ODQG LV 
VWDWHRZQHG DQG WKH LQKDELWDQWV DUH 
granted a land use right. Hence, there 
has been very little collateral value 
attributed to land use licenses in Vietnam, 
resulting in limited access to credit.
In Myanmar
3HQLQVXOD 3OD]D D PDOO ORFDWHG FORVH 
to Singapore’s central business district, 
VHUYHV DV D KRPH DZD\ IURP KRPH IRU 
WKH 0\DQPDUHVH OLYLQJ DQG ZRUNLQJ
in the island state. Here, as elsewhere 
LQ 0\DQPDU WKH LQIRUPDO PRQH\ 
WUDQVIHU ¶KXQGL· V\VWHP FDOOHG ¶KDYDOD· 
in India) is still thriving, whereby cash 
given to an agent in one location 
allows a payment to be made by another 
agent in a distant location. This is the 
PRVW UXGLPHQWDU\ DQG WUDGLWLRQDO IRUP 
RI UHPLWWDQFHV EXW LW LV VWLOO YHU\ 
important in such nations.
Systems like the hundi continue to 
WKULYH EHFDXVH RI WLJKW FDSLWDO FRQWUROV
UHVWULFWLQJ WKH PRYHPHQW RI IXQGV LQ
DQG RXW RI WKH FRXQWU\ 7KH EDQNLQJ
V\VWHP LQ 0\DQPDU LV VWLOO VR IUDJLOH WKDW
businesses are allowed to withdraw no 
more than US$10,000 at any given 
time and that too, no more than twice 
LQ RQHZHHN7KLVPDNHV LW YHU\ GLIÀFXOW
IRU EXVLQHVVHV WR RSHUDWH³LW FDQ WDNH 
XS WR WKUHH WR IRXU KRXUV WR ZLWKGUDZ
FDVKZLWKQXPHURXV IRUPVDQGDSSURYDOV
required. What this does is give 
ULVH WR LQIRUPDO ILQDQFLDO FKDQQHOV 
that circumvent the banking system. 
Speaking with owner operators across 
the country, it seems as though almost 
HYHU\RQH NHHSV D VDIH IXOO RI PRQH\ 
DW KRPH EHFDXVH RI WKH XQUHOLDELOLW\ RI 
the banks.
6LPLODU WR 9LHWQDP VWDUWXSV LQ
0\DQPDU DOVR SUHIHU WR UHJLVWHU WKHLU
businesses in Singapore. When I 
YLVLWHG WKH 3KDQGH\DU ,QFXEDWRU LQ
0\DQPDU LWV  WR  VWDUWXSV ZHUH 
UHJLVWHUHG LQ 6LQJDSRUH 5HDVRQV IRU 
GRLQJ VR ZHUH DOVR VLPLODU³IDYRXUDEOH
LQYHVWPHQW FOLPDWH EHWWHU IXQGLQJ
opportunities, the ability to move 
PRQH\ HDVLO\ DQG HIÀFLHQWO\ DQG VR RQ
)UDQNO\ LI WKH EXVLQHVVHV QHHG IXQGLQJ 
WR JHW WR WKH QH[W OHYHO LW ZRXOG EH 
KDUG IRU LQWHUQDWLRQDO LQYHVWRUV WR ZDQW 
WR FRPPLW WKHLU IXQGV WR D 0\DQPDU
registered company: the restrictions 
on capital means the ability to liquidate 
their holdings and bring them back 
KRPH ZRXOG SURYH GLIÀFXOW
0\DQPDU DFWLYHO\ WUDGHV DFURVV WKH
6,522 km border that it shares with 
Thailand, China, India, Bangladesh and 
/DRV 7KH 0\DQPDU .\DW KDV OLPLWHG
DSSHDO WR IRUHLJQ ÀUPV WKXV GULYLQJ DQ
LQWHUQDO GHPDQG IRU KDUG FXUUHQF\ ,Q
popular tourist cities, currency changers 
RZQPXOWLSOH RXWOHWV DQG WKH\ZLOO RIIHU
D SUHPLXP UDQJLQJ IURP WZR WR WKUHH
percent in order to get American dollars. 
In turn, these dollars are lent to traders 
DQG PDQXIDFWXULQJ RU PLQLQJ ILUPV RQ 
WKH ERUGHU :KLOH WKH JRYHUQPHQW
suggested interest rate is around eight 
SHUFHQW WKH LQIRUPDO OHQGLQJ UDWH LV 
URXJKO\ IRXU SHUFHQW D PRQWK
In the Philippines
7KH 3KLOLSSLQHV LV ODUJHO\ D EDQNLQJ
EDVHG ÀQDQFLDO V\VWHP $FFHVV WR FUHGLW
LQIRUPDWLRQ DQG KLVWRULHV LV OLPLWHG DQG
PXFK RI WKH FRXQWU\ LV XQGHUEDQNHG
,QGHHG  SHUFHQW RI )LOLSLQRV GR QRW 
have a bank account.3 The country tends 
to be collateral based and hence it is 
GLIILFXOW WR PRYH VRFLDO FODVVHV LQ D
single generation. Unlike the United 
6WDWHVZKHUHJRRG LGHDVÀQGFDSLWDO WKH 
)LOLSLQR HQWUHSUHQHXU PD\ RIWHQ EH
IRUFHG LQWR XQUHJXODWHG FUHGLW PDUNHWV
$GGLWLRQDOO\ WKHUH DUH WD[ DGYDQWDJHV
WR EDQNEDVHG OHQGLQJ WKDW PDNH WKLV
WKH SUHGRPLQDQW VRXUFH RI IXQGV IRU DOO
EXVLQHVVHV LQFOXGLQJ WKH 60(V
Dark money
It is widely estimated that over 
86 ELOOLRQ RI ,QGRQHVLDQ DVVHWV 
are sitting in wealth management 
accounts in Singapore today.4 The 
HIIRUWV RI ,QGRQHVLD WR RIIHU D WD[
DPQHVW\ RU RQHWLPH IHH SURJUDPPHV 
LV SDUW RI LQLWLDWLYHV WR EULQJ WKLVPRQH\
RXW RI WKH VKDGRZV DQG UHSDWULDWH LW 
+RZ PXFK RI LW ZLOO EH ¶ZKLWHQHG· LV 
VWLOO D PDWWHU RI JUHDW GHEDWH DV PDQ\
LQYHVWRUV DUH XQFRPIRUWDEOH ZLWK HLWKHU 
WKH WD[ UDWH RU WKH UHVWULFWLRQV RQ WKH 
capital once they repatriate. This latter 
LVVXH LV RQH RI JUHDW SROLWLFDO ZLOO DV
governments attempt to put these 
IXQGV WR ZRUN LQ SULRULW\ LQGXVWULHV WKDW 
RIWHQ GR QRW FDSWXUH FDSLWDO HDVLO\ 
0RUHRYHU SROLF\PDNHUV DUH WU\LQJ 
WR EULQJ WKHVH QHZO\ OHJDO IXQGV 
permanently back home.
7KH ORQJ KLVWRU\ DQG H[LVWHQFH RI
GDUN PRQH\ ZLOO KDYH HIIHFWV DQG OHJDO
FRQVHTXHQFHV IRU \HDUV WR FRPH2IWHQ
the deeds and real estate titles in these 
It is my hope that this note will 
stimulate thought and encourage 
our readers to share their ideas. 
Tell us what you think. We would 
ORYH WR KHDU IURP \RX
Email us at editorami@smu.edu.sg
FRXQWULHV DUH GLIÀFXOW WR GHWHUPLQH DQG
decipher as black money deals took 
place decades ago. Such purchases were 
RIWHQ WUDQVDFWHG ZLWKRXW SURSHU DVVHW 
YDOXDWLRQV WD[HV RU HYHQ WKH UHFRUGLQJ
RI WUDQVDFWLRQV 7KH KLVWRULFDO XVH RI 
these practices throws another layer 
RI FRPSOH[LW\ RQWR WKH DOUHDG\ IUDJLOH 
EDQNLQJ V\VWHPV RI VRPH HPHUJLQJ 
PDUNHWV 7KLV LV HVSHFLDOO\ WUXH IRU 
ÀQDQFLDOV\VWHPVZKHUHFUHGLW LQIRUPDWLRQ
LV VFDUFH DQG FROODWHUDO LV WKH FRLQ RI 
the realm.
2QH WKLQJ LV IRU FHUWDLQ WKH)RUHLJQ
$FFRXQW7D[&RPSOLDQFH$FWRU)$7&$
movement begun by the U.S. is catching 
on, and more governments in the 
UHJLRQ DUH FUDFNLQJ GRZQ RQ LQIRUPDO
HFRQRPLHV DQG WD[ DYRLGDQFH RQ 
DFFRXQWV DQG RWKHU ÀQDQFLDO DVVHWV KHOG
RIIVKRUH 7KH DELOLW\ RI JRYHUQPHQWV WR
provide services, protect boundaries 
and educate their populations largely 
GHSHQGV RQ WKH LPSOHPHQWDWLRQ RI 
these policies. For instance, Bloomberg 
estimates that less than one million 
,QGRQHVLDQV SD\ WKH WD[HV WKH\ RZH DQG 
ZLWK D SRSXODWLRQ RI  PLOOLRQ WKH
FRXQWU\ KDV IHZHU WKDQ  PLOOLRQ 
UHJLVWHUHG WD[SD\HUV5 Whether these 
HIIRUWV ZLOO EH VXFFHVVIXO RU QRW UHPDLQV 
WREH VHHQ:KHUH WKHVHFRQWHVWHG IXQGV 
JR DQG KRZ WKH\ IORZ ZLOO LPSDFW WKH
IRUWXQHV RI PDQ\
Making new pathways
7KH IUDJLOLW\ DQG VWDWH RI GHYHORSPHQW 
RI WKH ILQDQFLDO V\VWHPV LQ $VLD RIWHQ 
lead to seemingly unique workarounds. 
Despite business getting done, these 
DUH QRW WKH PRVW RSWLPDO VROXWLRQ IRU
businesses as they come at a major cost, 
IUHTXHQWO\ UHTXLUH UHORFDWLRQ WR RWKHU
countries, and may lead to sprouting 
grey markets. 
, KDYH WRXFKHG XSRQ D IHZ ÀQDQFLDO
QXDQFHV WKDW DIIHFW WKH QDWXUH RI GRLQJ
EXVLQHVV LQ VSHFLILF FRXQWULHV ,W LV E\
no means meant to be comprehensive 
or complete as we could write at length 
DERXW WKH 6KDULDKEDVHG ILQDQFLDO
considerations in countries like Brunei 
or Indonesia. Topics such as the 
VRSKLVWLFDWLRQ RI WKH PRQH\ WUDQVIHUV 
and wealth management in Singapore 
or even the priority lending sectors 
that various countries have deemed vital 
are some other areas that could be 
discussed at length. 
$V D \HDU YHWHUDQ RI $VLD , VWLOO
ORRN IRU LQVLJKWV WKDW FDQ KHOS PH WR 
EHWWHU XQGHUVWDQG DQG H[SODLQ ZK\ 
things are as they are. 
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